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National Real Estate Cycles 


REAL ESTATE ACTIVITY 


HE number of voluntary 
transfers of realestate per 


10,000 families increased in 
. duly to 3.4% above normal. This is 
CURSES COST the highest that it has been since 
January 1957. The charting of the 
number of real estate transfers and 
mortgage recordings per 10,000 
families onthe next page shows 
clearly the rapid rise in real estate 
activity in the later part of 1958 and 
the lack of any pronounced trend 
during the first half of 1959. 


Taking the long view, this 
chart shows the peak in real estate 
transfers in 1946. This was the 
high point in the postwar period. 
These transfers, however, were 
mostly those of existing properties 
rather than the sales of new build- 
| amen era 5s ings. During the war there was an 

\ embargo on the building of many 
types of residential units. Rent 
control made the ownership of sin- 
gle-family units unprofitable, and 
in many cases tenants were given 
eviction notices as these buildings 
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were sold. Since many of these single-family residences in most of our cities 
prior to this time were rented rather than owner-occupied, this brought on one 
of the biggest sales booms in history. 


The insert on the front page shows that the cost of building a six-room 
frame house is $19,157. This is a $25 increase from the previous month, and 
a 237.8 percent increase over the cost in 1939. The rent index shows that rents 
have risen to 126.1. This is the highest point ever reached by the residential 
rent index, and unless there is a decided reversal in business, it seems that 
this index will continue to climb. It is still very much below the level which 
would be expected from the older relationships of rent levels to the cost of liv- 
ing. From the standpoint of the relationships of the past, residential rent is 
now the cheapest item in the cost of living. 


Foreclosures have shown relatively no change for many years and are still 
crawling along the bottom of our chart. 


Our real estate selling price index on page 375 continues to be about the 
same as the previous month, but has increased 2.2 percent from the same 
month last year. 


The importance of the tight money market was emphasized again with the 
dramatic rise in the yield on 13-week Treasury bills. The yields for the 5 


Number Of Real Estate Transfers And 
Real Estate Mortgages 
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weeks in August are: 


Week Ending _ ‘% Yield 


Aug. 1 3. 047 
8 3.043 
15 3.150 
22 3.417 
29 3.824 


The latest yield of 3.824 percent is the highest since the 4. 259 percent fig- 
ure of March 6, 1933, the time of the bank collapse. The yield of the pre- 
vious week, 3.417 percent, was the highest since November 1957. For the 
week ending May 31, 1958, the rate was only 0.635 percent. When the Federal 
Government has to pay almost 4% to secure money for 91 days, other borrow- 
ers must pay a proportionately higher rate to compensate for the added risk 
and the long term of the loan. Congress cannot control interest rates. Unless 
the Federal Reserve buys Treasury bills to support the market (highly infla- 
tionary and not desirable), mortgage interest rates must continue to rise to 
attract the limited savings available for all types of investments. 


The average interest rate of recorded mortgages in 12 major cities of the 
(cont. on page 372) 
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Life Insurance Companies 
As Mortgagees 
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LIFE COMPANIES’ MORTGAGE EARNINGS 





REAL ESTATE OWNED* REAL ESTATE MORTGAGES GROSS ASSETS 
% of Rate b of Rate 
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(cont. from page 369) 
United States has edged up to 5.692 percent from 5.681 percent in June 1959. 


An indication of the effect of the tightening money market on mortgages is 
the amount of secondary market purchases of the Federal National Mortgage 
Association, Fannie Mae. Secondary market purchases totaled $225 million for 
the first half of 1959. Only $174 million were purchased during the same pe- 
riod of 1958. Of the $225 million purchased during the first 6 months $98 mil- 
lion were purchased during the first quarter and $127 million during the second 
quarter. 


One of the first signs of the influence of the tight money market on real es- 
tate activity is the more than seasonal decline in nonfarm housing starts from 
136,000 in June to 126,000 units in July. The seasonally adjusted annual rate 
of 1, 350,000 for July is down slightly from that of June -- 1,370,000. Despite 
this decline, the number of nonfarm housing starts in July was 12 percent 
greater than for July 1958, and the highest for the month since 1950. 


The chart of mortgage loans outstanding on 1- to 4-family nonfarm homes 
on page 369 indicates the relative importance of each of the sources of mort- 
gage funds. Here is a table which shows the percentage distribution of mort- 
gage loans outstanding: 


Percentage Distribution of Mortgage Loans 
Outstanding on 1- to 4-family Nonfarm Homes 


Source 1945 1950 1955 1959 
Individuals and others 29.6 18.7 ~13.5— -13.0— 
FNMA * 2.9 2.8 3.3 
HOLC 4. ° - 

Commercial banks 5. 21. 17.1 14. 
Mutual savings banks 0. 9. 12.6 13. 
oe 
7.1 
0.¢ 


1 
1 
Life insurance companies 1 18. 20.0 18. 
27 
0 





Savings and loan associations _ 29. 34.0 36.9 
10( 


100.0 100.0 100.0 


*Less than . 05%. 


From this table it can be seen that the dominant lenders in the residential 
home mortgage market are the savings and loan associations. If one were to 
prepare a Similar table for all mortgage loans outstanding rather than just 
residential home mortgage loans, it would not change the rank in importance, 
although it would show life insurance companies holding a greater share of all 
mortgages, and savings and loan associations a lesser share than is shown in 
this table. The individual is becoming less and less important as a lender in 
the mortgage market, while the savings and loan associations are increasing in 
importance. 


The amount of nonfarm home mortgage debt rose by $2.8 billion during the 
first quarter of 1959, which was 76 percent more than the $1.6 billion increase 
during the first quarter of 1958. 
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On the double page spread is a study of 60 major life insurance companies 
as mortgagees from 1912 to 1958, One of the most significant changes in the 
portfolio of these companies is the decrease in holdings of VA mortgages which 
brought the total of VA and FHA mortgages to only 14 percent of total assets. 
The holdings of Government bonds continued to decline. In 1945 life insurance 
companies held about 46.8 percent of their assets in Government bonds, while 
they represented only 6.4 percent of total assets in 1958. 


These life insurance companies held $33 billion in real estate mortgages. 
This does not agree with the chart on page 369 for two reasons. First, the 
survey of life insurance companies includes only 60 companies and, therefore, 
does not include all life insurance holdings of mortgages in the United States. 
Second, the chart on page 369 shows only the amount of mortgages outstanding 
on 1- to 4-family nonfarm homes, while the amount of real estate mortgages 
held by the 60 major life insurance companies includes mortgages on allkinds 
of property. Life insurance companies play an important part in the market 
for mortgages on commercial property. In 1959, 35 percent of their mortgage 
holdings were on apartments and commercial property. 
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INCREASES IN BUILDING COSTS SINCE 1939 


ST. LOUIS 


August 1959 


SIX-ROOM BRICK HOUSE (FRAME INTERIOR)* 
Content: 23,100 cubic feet 
1,520 square feet 

Cost 1939: $ 6,400 

(27.7¢ per cubic foot; $ 4.21 per square foot 
Cost today: $20,535 

(88. 9¢ per cubic foot; $13.51 per square foot 
INCREASE OVER 1939 = 220.9 


For plans and specifications see page 23 of the Wenzlick Building Cost Manual 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square 
Cost 1939: $ 5,440 
(21.8¢ per cubic foot; $ 
Cost today: $17,188 
(69. 0¢ per cubic foot; $14 
INCREASE OVER 1939 = 21¢€ 


For plans and specifications see page 15 of the ck Building Cost Manual 


SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1,650 square feet 

Cost 1939: $ 5,671 

(23. 4¢ per cubic foot; $ 3.44 per square 
Cost today: $19,157 

(78.9¢ per cubic foot; 
INCREASE OVER 1939 


For plans and specifications see page 3 of the Wenzlick Building Cost Manual 


6-ROOM CALIFORNIA BUNGALOW NO BASEMENT 
Content: 12,119 
992 squ 
Cost 1939: $ 3,392 
(28.0¢ per cubic foot; $ 3.42 
Cost today: $10,876 
(89. 7¢ per cubic foot; $1( 
INCREASE OVER 1939 = 22( 


For plans and specifications see page 31 of th é ick Building Cost Manual 


STANDARD BRICK RANCH HOUSE 
Content: 16,250 cubic feet 
840 square feet 

Attached garage - 200 square fe 
Without garage $13, 403 

(82.5¢ per cubic foot; $15.96 per squar 
Garage - $1,024 

($5.12 per square foot 


For plans and specifications see page 52 of the Wenzlick Building 
CONTEMPORARY FRAME RANCH HOUSE 
(Dry Wall 
Content: 12,285 cubic feet 
1,170 square feet 

Carport - 320 square feet 
Without carport - $13,880 

($1.13 per cubic foot; $11.86 per square 
Carport - $643 

($2.01 per square foot) 


For plans and specifications see page 41 of the Wenzlick Building Cost Manual 


*Costs include full basement 











